EMDG REVIEW – April 2008
SUBMISSION BY THE WESTERN AUSTRALIAN FISHING INDUSTRY COUNCIL,  AN APPROVED BODY OF AUSTRADE
INTRODUCTION

Wafic welcomes the changes to the EMDG by the new Labor Government, particularly raising the total funds available for the first time since 1996 and the reversal of a policy which disallowed regional approved bodies. 

Previous reviews of Austrade services concluded that the most effective service that Austrade offered was the EMDG scheme, the only real criticism of it being the high cost of its administration. They did little, however, to improve the efficiency and effectiveness of the scheme overall. 

The Western Australian Fishing Industry Council has held approved body status since 1996 and used the facility to the full in most years since. It is a service to the industry that the industry very much appreciates, but there are currently just two Approved Bodies for the third largest primary production export sector after wheat and wool. The efficiency and effectiveness of approved bodies lies in their engagement with small and regional enterprises, particularly those that have not exported before. These are precisely the companies that the new government wishes to see expand into export markets but Wafic is constrained by a number of factors, peculiar to approved bodies, that severely limits its effectiveness. The industry council proposes a small number of changes to redress the inefficiency that is built into the current rules.
SUMMARY

1.
That, for approved bodies, the EMDG ceiling is raised from $200,000 to $400,000.

2.
That approved bodies be exempt from the ‘pool’ and always be paid their full entitlement.

3.
That the EMDG payment for approved bodies be paid in full with the first tranche EMDG payment (usually November following the financial year of expense).

4.
That approved bodies are exempted from the five-year application cycle and that their approved body status continue indefinitely whilst the approved body is undertaking eligible export market activity.
5.
That the amount available for EMDG, fixed at $200million is geared to reflect the cost of engaging in export promotion and development.

RATIONALE

1.
Approved Bodies represent the most efficient vehicle for new and small and medium business enterprises to enter export markets.  This is because Approved Bodies can organise events and or provide expertise that is frequently beyond the capability of individual exporters, particularly for new exporters and those from remote regional areas.

In turn the Approved Bodies reduce the numbers of often very small claims made to Austrade, and thus the burden of administration and audit.

By increasing the grant allowed to Approved Bodies, Austrade will encourage more very small businesses and regional businesses to enter export marketing in a most cost efficient, cost effective and accountable manner.

2.
By their very nature, Approved Bodies must be not-for-profit.  They are generally constitutionally unable to undertake unfunded liabilities.  Thus the uncertainty of the second payment makes it not only impractical, but positively illegal for an approved body to operate at its best, ie by being able to provide expert services to exporters then recover the funds later from EMDG.
Equally axiomatic is the fact that an approved organisation cannot recover export marketing expenses from sales income.
As Austrade, quite properly, does not allow rebates to people for expenses recovered from EMDG the avenues of members paying the full cost and receiving a refund from the grant is also closed.  In any event, Incorporated Associations are prohibited from distributing income to members. By paying approved bodies the full grant entitlement for approved eligible expenses Austrade will ensure that Approved Bodies give maximum benefit to exporters, while removing the element of risk that severely restricts their ability to give exporters the maximum assistance possible.
3.
The third point is that, if point 2 is conceded then there is no reason to make two payments once the amount granted to the approved body has been determined. Therefore the full amount of the grant should be paid in one instalment by November. In many instances, and certainly for Wafic, this will be ploughed straight back into export market development.
4.
Approved Bodies are not bound by turnover limit ($20million) or other limits that apply to companies.  They also have the ability to undertake long term expert planning over periods of 5 – 10 years.  Therefore it is both unnecessary and undesirable for Approved Bodies to face the uncertainty of making a completely new application to retain their status every five years.  It creates a deal of unnecessary work for both the applicant and Austrade.  Instead of requiring an application for status every three years Austrade should simply review the export performance of each Approved Body by analysis of the outcomes of its market activities and its claims record.
As a safeguard Austrade would have the ability to require that an Approved Body that did not undertake eligible export activity, say over three consecutive years, to show cause why the status should not be removed. Austrade would also, as now, be able to cancel an Approved Body status in the event of a serious breach of the conditions of approval.
5.
The ceiling of $200million total available for EMDG is a welcome lift to the original limit that was set over twelve years ago. It had obviously declined in real terms. The new limit should avoid that by being adjusted regularly in line with increased costs of doing business overseas.
These small changes to the current EMDG scheme will improve the efficiency and effectiveness of the EMDG scheme and significantly improve the Federal Government’s return on its investment in the programme. 

The amounts of money involved are relatively small.  If every one of the 38 active Approved Bodies was eligible for the full grant as proposed ($400,000 pa) the total payment would be just $15.2 million, less than 8% of the total available for EMDG.  Even if the number increased to 100 it would still only account for 20% of the total pool. This would be offset by an immediate reduction in the number of small grants paid to smaller businesses, reducing Austrade cost of managing the scheme significantly. It would also apply the grants to the areas where they are most effective ie to new and small regional businesses.
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